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JUSTICE, DEPARTMENT OF
The

AICPA's Task Force on Airlines recently submitted a comment letter to the
Immigration and Naturalization Service (INS) recommending a change in the
Service’s proposed "Immigration User Fee" rule (see the 8/24/87 Wash. Rpt.).
The
proposed regulations would require each airline, vessel company and tour
wholesaler to remit to the INS user fees for the immigration, inspection, or preinspection of certain passengers arriving in the United States aboard commercial
vessels or aircraft and to submit from an independent public accountant a
"certified assurance statement" which attests "to the degree of compliance with
the law, and the accuracy of remittances submitted."
The task force recommends
that if the INS "determines that a statement by the independent public accountant
is required" then the proposal should be revised to require each carrier to submit
an "independent accountant's report on the application of agreed-upon procedures
in accordance with the Statement on Standards for Attestation Engagements"
established by the AICPA.
The task force also says that it believes that
"applying agreed-upon procedures to the carrier's remittance and report is the
most cost-effective way to achieve the objectives of the INS if it deems that
independent accountant involvement is necessary" and suggests that AICPA
representatives meet with INS officials to discuss the development of such
procedures.

SECURITIES AND EXCHANGE COMMISSION
Bids for the operational EDGAR system have been reopened, the SEC announced recently,
and will incorporate changes recommended by the General Accounting Office (see the
Copies of the Request for Proposals (RFP) can be obtained
8/3/87 Wash. Rpt.).
from the Commission by contacting Gary Fontaine at 202/272-7014.
Proposals must
be submitted to the Commission by 2:00 p.m. on 1/22/88.
The SEC also announced
that a bidders' conference has been scheduled for 11/20/87 at 2:30 p.m. at the
Commission's headquarters, Room 1C30, 450 Fifth Street, N.W., Washington, D.C.
Written questions on the RFP must be received by the SEC by the close of business
11/16/87 and should be addressed to John Penhollow, Contracting Officer, Mail Stop
10-4, SEC, 450 Fifth Street, N.W., Washington, DC 20549.

TREASURY. DEPARTMENT OF

Taxpayer interviews during audits was one of the subjects addressed by IRS
Commissioner Lawrence B. Gibbs when he spoke to the AICPA National Conference on
Federal Taxes 10/26/87 in Washington, D.C.
He said that the IRS has a new,
proposed policy which would not require the taxpayer to be present for the initial
interview during an audit.
Commissioner Gibbs said, "...We have decided that what
is important to us is the information that we need at the beginning of an audit to
determine the scope and depth of the audit--and not the person who provides that
information." He continued, "In meeting with representatives of the AICPA..., you
made the point that often someone other than the taxpayer is sufficiently
knowledgeable to provide the factual information that our examiner needs... In our
initial interviews we will expect that whoever provides the information be willing
and able
to engage in question and answer dialogue about facts relating to the
operations and accounting records of the taxpayer's business activities."
He
noted that the IRS will be soliciting comments on the proposal until 11/27/87.
Concerning results of the nationwide practitioner survey released earlier this
year, the Commissioner said the results will be examined by a practitioner
relations work group which will be responsible for recommending "ways to enhance
the relationship between tax administrator and taxpayer representative." He also
said that questions to be addressed at the IRS research conference scheduled for
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mid-November include the following:
1)
How important are professional
guidelines?
2) What are the incentives and constraints of tax practice? 3) What
factors go into preparers' recommendations regarding tax return positions? 4) What
is the effect of preparer penalties on small practices? and 5) What difficulties
are inherent in evaluating client documentation?
Reporting about the status of
the penalty study, Commissioner Gibbs said that letters have been sent to "key IRS
people" asking questions about penalties and that "a high-level steering committee
will analyze the survey results, set priorities, conduct a study, and recommend
legislation."
He said that AICPA representatives would be asked for comments to
be directed "early on into the steering committee deliberations."
The
Commissioner concluded his speech with remarks about the importance of the IRS,
practitioners, and taxpayers working together to ensure the success of the new tax
law.

In a related development, Herbert J. Lerner, Chairman of the AICPA Federal
Taxation Executive Committee, received a letter from the IRS concerning the new
policy regarding the presence of taxpayers at the initial interview.
The letter,
signed by Charles H. Brennan, Deputy Commissioner (Operations), explains the new
policy.
Since it may take several months for the change to be communicated
throughout the IRS, you may want to show Mr. Brennan's letter to the IRS examiner
in a situation where the examiner is requesting an interview of the taxpayer.
Copies of the letter are available by calling the Political and Legislative
Affairs Division of the AICPA at 202/737-6600.

Proposed regulations concerning the required distributions from qualified and
individual retirement plans are the subject of a 12/4/87 IRS public hearing (see
the 10/26/87 Fed. Reg. . p. 39922).
The focus of the hearing will be proposed
amendments to income tax regulations and pension excise tax regulations under
Internal Revenue Code sections 401, 403, 408, and 4974.
The proposed regulations
were released by the IRS in July, 1987 and provide a basic description of the
required minimum distribution regulations (see the 7/27/87 Fed. Reg.. pp. 2807028110 and 8/3/87 Wash. Rpt.).
Outlines of oral arguments are requested by
11/18/87 and should be submitted to the Commissioner of Internal Revenue,
Attn:
CC:LR:T (EE-113-82), Room 4429, Washington, D.C. 20224. The hearing is scheduled
to begin at 10:00 a.m. in the IRS Auditorium, 7th Floor, 7400 Corridor, 1111
Constitution Ave., N.W., Washington, D.C.
For additional information contact
Angela D. Wilburn at the IRS at 202/566-3935.
SPECIAL:
The

AICPA TESTIFIES AT SENATE RICO HEARING
"small investor" provision of Senate RICO reform legislation must be removed
before it can be supported by the AICPA. B.Z. Lee, Special Assistant to the AICPA
Chairman of the Board, testified at a Senate Judiciary Committee hearing 10/29/87.
The "small investor" provision would authorize RICO plaintiffs who fit within the
broad category of small investors to seek multiple damages even if they have
remedies under the securities laws and is included in S. 1523, legislation
introduced by Sen. Howard Metzenbaum (D-OH).
"Of greatest concern to the
accounting profession," Mr. Lee said, "is the fact that RICO continues to be used
to evade the standards of the securities laws and to raise the stakes in ordinary
litigation arising from securities transactions.
He noted the net effect of S.
1523 "would be much worse than current law" for the targets of securities-related
litigation, because the bill "effectively would expand, not limit, the substantive
impact of the RICO statute" in the securities area and would be a "sham."
With
the elimination of the "small-investor" exception, Mr. Lee said, S. 1523 would
offer "some substantial relief" and the AICPA would support it, as it does
legislation pending in the House, H.R. 2983, sponsored by Rep. Rick Boucher (D-
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VA).
The committee also heard from a number of other witnesses who supported
deletion of the small investor provision.
Noting that securities-related RICO
actions constitute "the single largest portion of RICO cases," Mr. H. David Hyman,
representing the Securities Industries Association, said that such cases will
continue to be brought and be allowed to proceed under S. 1523 because of the
"troubling" small investor feature of the bill. This exception, Mr. Hyman stated,
would allow litigation by "upwards of fifty percent of the over 45 million
securities investors in this country," and would help to persuade courts to accept
RICO claims where they might be "ill-received" currently.
William F. Weld,
Assistant Attorney General, testified that the Department of Justice also supports
deleting the "small-investor" provision in S. 1523, since Federal and state
securities laws already provide remedies for victims of securities offenses.
To
make RICO available on the basis of portfolio value or income, Mr. Wald said,
"runs counter to the principle of equal justice under the law." The DOJ, he said,
objects "in principle" to the exception, and is also concerned about the
"workability" of the provision because of the insufficient staff at the Securities
and Exchange Commission which would have to provide the constantly changing data
about who would and who would not be covered by the so called "small investor"
definition as markets fluctuate.

For further information contact Shirley Twillman or Joseph Petito at 202/737-6600.
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